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Letter  of  Intent 

March  17»  1995 

America  Online,  Inc.,  a  Delaware  corporation  ("AQL")  and  Wide  Area  Information 
Servers,  Inc.,  a  California  corporation  f'WAIS").  wish  to  memorialize  their  present  intention 
to  enter  into  an  agreement  regarding  a  merger  of  WAIS  with  a  wholly-owned  subsidiary  of 
AOL  upon  the  following  principal  terms  and  conditions, 

1 .  Structure^  TImlny.  WAIS  will  merge  with  AOL's  wholly-owned  subsidiary 
pursuant  to  a  mutually  agreed  upon  Agreement  and  Plan  of  Reorganization  (the 
"Agreement'").  WAIS  will  be  the  surviving  corporation.  Execution  of  the  Agreement  is 
scheduled  for  the  week  of  April  10,  1995.  The  transaction  will  be  accounted  for  by  the 
pooling  of  interests  method  of  accounting,  which  treatment  will  be  a  condition  to  the  closing 
of  the  transaction.  The  merger  will  be  structured  to  be  tax-free  under  Section  368(a)(2)(E) 
of  the  Internal  Revenue  Code. 

2.  Effect  of  Merger:  Tonversidn  Ratio.  WAIS  currently  has  7,525,000  shares 
of  Common  Stock  outstanding  (i.e.,  92.714%  of  outstanding  shares  and  vested  options),  and 
options  to  purchase  1,908,000  shares  of  Common  Stock  outstanding,  of  which  options  for 
591.375  shares  of  Common  Stock  will  be  vested  on  or  prior  to  March  31,  1995  (i.e.,  7.286% 
of  outstanding  shares  and  vested  options),  AOL  will  issue  the  following  number  of  shares  of 
AOL  Common  Slock  to  WAlS's  shareholders  in  return  for  all  outstanding  shares  of  WAIS 
Common  Stock  (with  the  number  of  shares  of  AOL  Common  Stock  to  be  issued  in 
consideration  of  WAIS  Common  Stock  to  be  referred  to  as  the  "AOL  Closing  Shares'"): 
157,613  shares  (170,000  shares  multiplied  by  92.714%)  if  the  AOL  Closing  Price  (as 
defined  below)  is  greater  than  or  equal  to  $75  per  share;  or  185,428  shares  (200,000  shares 
multiplied  by  92.7 14%)  if  the  AOL  Closing  Price  is  less  than  $75  per  share.  The 
"Conversion  Ratio"  equals  the  number  of  AOL  Closing  Shares  to  be  issued  divided  by  the 
number  of  outstanding  shares  of  WAIS  Common  Stock,  which  would,  for  example,  be  equal 
to  approximately  0,0209452,  assuming  an  AOL  Closing  Price  of  greater  than  $75  per  share. 
The  "AQL  Closiny  Price"  shall  be  equal  to  the  average  of  the  closing  price  per  share  of  AOL 
Common  Stock,  as  quoted  on  the  Nasdaq  National  Market  and  as  reported  in  the  Wall  Street 
Journal  during  the  five  trading  days  ending  on  the  trading  day  preceding  the  Closing  Date. 
Proceeds  will  be  divided  among  WAIS  shareholders  in  proportion  to  the  common  share 
equivalents  of  their  holdings.  Appropriate  adjustment  will  be  made  to  the  AOL  Closing 
Shares  in  the  event  of  any  stock  split,  recapitalization,  stock  dividend  or  similar  change  in 
AOL's  outstanding  stock  prior  to  the  closing  date  of  the  transaction. 

3.  Treatment  of  Optigna.  WAIS  options  will  be  converted  into  AOL  options 
for  corresponding  AOL  Common  Stock,  with  the  number  of  shares  issuable  under  the  AOL 
options  equal  to  the  product  of  the  number  of  shares  of  WAIS  Common  Stock  issuable  under 
the  converted  WAIS  options  multiplied  by  the  Conversion  Ratio.  The  exercise  price  per 
share  of  AOL  Common  Stock  purchasable  under  each  AOL  option  will  be  equal  to  the 
quotient  of  (i)  the  exercise  price  per  share  of  the  WAIS  options  divided  by  (ii)  the 
Conversion  Ratio,  Assuming  an  AOL  Closing  Price  of  greater  than  $75  per  share,  vested 
options  for  591,375  shares  of  WAIS  Common  Stock  would  be  converted  to  vested  options 
for  12.387  shares  of  AOL  Common  Stock,  and  unvested  options  for  1,316,625  shares  of 
WAIS  Common  Stock  would  be  converted  to  unvested  options  for  27,577  shares  of  AOL 
Common  Stock,  WAIS  understands  that  any  options  to  purchase  WAIS  Common  Stock  over 
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the  1,908,000  options  now  outstanding  will  be  canceled  at  the  closing  and  replaced  by  the 
options  described  under  "Grant  of  Stock  Options  at  Closing"  in  Section  5  below. 
Continuous  employment  with  WAIS  will  be  credited  to  an  optionee  for  the  purposes  of 
determining  an  optionee's  vesting  commencement  date  for  AOL  options  after  the  merger. 
The  term,  exercisability,  vesting  schedule  and  all  other  terms  of  the  options  will  remain 
otherwise  unchanged.  That  is,  no  options  will  be  accelerated  solely  as  a  result  of  the  merger. 
AOL  will  cause  the  shares  of  Common  Stock  issuable  upon  exercise  of  assumed  options  to 
be  registered  with  the  SEC  on  Form  S-8,  such  that  such  shares  will  be  freely  tradable, 
subject  to  the  volume  and  manner  of  sale  restrictions  imposed  by  Rule  144  on  affiliates  of 
AOL. 

4.  Pout  Meryer  Emfllovment  Benefits.  Employees  of  WAIS  who  become 
employed  by  AOL  after  the  merger  will  become  eligible  (within  a  reasonable  period  after  the 
closing  of  the  merger)  to  participate  in  the  same  employee  benefit  plans  as  are  generally 
available  to  similarly  situated  employees  of  AOL. 

5.  Grant  of  Stock  Options  at  Closing.  Upon  closing  of  the  merger,  the 
following  options  to  purchase  AOL  Common  Stock  will  be  granted  under  AOL's  standard 
employee  equity  plan  (the  shares  issuable  under  which  will  be  registered  on  Form  S-8  to  be 
filed  within  30  days  after  the  Closing  Date),  in  each  case  with  an  exercise  price  equal  to  the 
closing  price  of  AOL  Common  Stock  on  the  trading  day  immediately  prior  to  the  Closing 
Date: 

(i)  Brewster  Kahle  Option.  Mr.  Kahle  will  receive  an  option  to  purchase  shares  with 

an  aggregate  exercise  price  of  $3,500,000.  Such  option  will  vest  as  to  1/2  of 
the  shares  on  the  second  anniversary  of  the  closing  date,  with  an  additional 
1/4  of  the  shares  vesting  on  the  third  and  fourth  anniversaries  of  the  closing 
date. 

(ii)  Qntions  for  Current  Emolovees.  Options  to  purchase  shares  with  an  aggregate 

exercise  price  of  $2,500,000  will  be  granted  to  other  employees  of  WAIS 
who  are  employed  as  of  the  date  hereof  and  who  remain  employed  at  the 
closing  date.  Such  options  will  have  standard,  ratable  4  year  vesting,  with  the 
first  vesting  date  at  the  first  anniversary  of  the  closing  date.  The  allocation  of 
these  options  will  be  specified  by  Mr.  Kahle  in  the  Agreement  and  will  be 
subject  to  the  reasonable  approval  of  AOL, 

(iii)  Options  for  New  Employees.  Options  to  purchase  shares  with  an  aggregate 

exercise  price  of  up  to  $2,000,000  will  be  granted  to  other  employees  of 
WAIS  who  are  hired  after  the  date  hereof  and  who  are  employed  at  the 
closing  date.  Such  options  will  have  standard,  ratable  4  year  vesting.  The 
allocation  of  these  options  will  be  specified  by  Mr.  Kahle  from  lime  to  time 
prior  to  closing  and  will  be  subject  to  the  reasonable  approval  of  AOL. 

6.  NgnwmpgtiHQn  Agreements.  Mr.  Kahle  and  other  mutually  agreed  key 
employees  to  be  identified  in  the  Agreement,  if  any,  will  be  requested  to  execute 
noncompete/  nonsolicitation  agreements  with  a  term  equal  to  the  longer  of  2  years  from 
closing  and  1  year  after  tcraiination  of  employment  (but  in  no  event  longer  than  3  years  from 

2 


inGBl81904 


PIPR  2S  '95  IB: 09  NILSON, SONSINI. GOODRICH, ROSflTI 


P. 4 


closing).  No  separate  consideration  will  be  paid  for  the  entry  into  such  agreements,  other 
than  the  issuance  of  shares  and/or  the  assumption  of  options  in  the  merger. 

7.  Securities  Law  Cnmpliflnce:  Regale  Restrictions.  AOL  will  issue  the 
shares  in  the  merger  pursuant  to  the  "private  placement"  exemption  from  registration  under 
the  Securities  Act  of  1933,  and  the  shares  received  by  WAIS  shareholders  in  the  merger  will 
therefore  be  restricted  securities  within  the  meaning  of  Rule  144  and  will  not  be  eligible  for 
resale  under  Rule  144  for  a  period  of  two  years  following  the  merger.  AOL  will  grant  the 
former  WAIS  shareholders  piggyback  registration  rights  on  any  public  offerings  by  AOL  or 
by  other  AOL  shareholders  during  that  two  year  period;  provided  that  AOL  agrees  to  afford 
the  WAIS  shareholders,  as  a  group,  the  opportunity  to  register  and  sell  that  number  of  shares 
that  will  generate  net  proceeds  of  at  least  $1,000,000  in  the  twelve  months  following  the 
Closing  Date.  The  pooling  rules  require  that  there  be  no  sales  by  WAIS  affiliates  of  their 
WAIS  stock  or  AOL  stock  issued  in  exchange  therefor  for  the  period  commencing  30  days 
prior  to  consummation  of  the  merger  and  ending  at  such  time  as  financial  statements 
covering  30  days  of  combined  operations  of  the  two  companies  are  publicly  released  (this  is 
the  "pooling  lock  up  period").  WAIS  affiliates  will  be  required  to  acknowledge  and  agree  in 
writing  to  the  foregoing  resale  restrictions.  AOL  affiliates  will  be  subject  to  similar 
restrictions. 

8.  Corporate  ADPrnval:  Shareholder  Pre-Anproval.  WAIS  represents  that 
its  Board  of  Directors  has  authorized  and  approved  the  execution  of  this  Letter  of  Intent, 
WAIS  shareholder  approval  will  be  required  at  closing.  WAIS  and  WAIS's  officers  and 
directors  will  use  best  efforts  to  cause  the  shareholders  of  WAIS  to  approve  the  merger  and 
WAIS's  directors  will  recommend  that  WAIS's  shareholders  approve  the  merger,  Mr.  Kahle 
will  agree  to  vote  in  favor  of  the  merger  at  the  time  the  Agreement  is  executed. 

9.  Representationgj  Escrow.  Each  party  will  make  customary  representations 
and  warranties  which  will  expire  at  the  termination  of  the  escrow,  below.  The  Agreement 
will  contain  mutual  indemnification  of  each  party  against  breaches  of  the  other's 
representations,  warranties  and  covenants.  An  aggregate  of  10%  of  the  shares  issuable  to 
WAIS's  shareholders  will  be  held  in  escrow  as  security  for  WAIS's  indemnity  obligations. 
There  will  be  no  recoveries  from  escrow  until  aggregate  claims  exceed  $25,000,  after  which 
recovery  will  be  from  the  first  dollar.  The  escrow  shall  expire  upon  the  earlier  of  twelve 
months  after  the  merger  or  upon  release  of  audited  financial  results  of  the  combined 
company, 

10.  Due  niligfenee.  AOL  and  its  attorneys  and  accountants  will  have  full  access 
to  the  books  and  records  of  WAIS  from  the  date  hereof  to  complete  a  due  diligence 
investigation  of  WAIS. 

1 1 .  rinsing  Conditions-,  Covenants.  Each  party's  obligations  will  be  subject  to 
customary  closing  conditions,  including  (i)  those  required  to  implement  the  deal  terms 
described  above,  (ii)  approval  of  the  merger  by  100%  of  WAIS's  shares  that  are  currently 
outstanding  and  approval  of  at  least  99%  of  WAIS's  shares  that  are  outstanding  on  the 
Closing  Date,  and  (iii)  approval  by  the  AOL  Board  of  Directors.  Closing  will  also  be 
conditioned  on  the  absence  of  any  material  adverse  change  in  WAIS's  assets,  employee  base 
or  business.  Closing  will  be  scheduled  to  occur  on  or  about  April  17, 1995,  and  AOL, 
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WAIS  and  Mr,  Kahle  will  use  diligent  efforts  to  close  by  such  date.  Closing  will  also  be 
conditioned  on  satisfactory  completion  of  AOL's  due  diligence  investigation.  Customary 
pre-closing  covenants  will  be  included  in  the  Agreement.  Mr.  Kahle  will  execute  an 
agreement  concurrently  with  the  execution  of  the  Agreement  agreeing  to  vote  his  shares  in 
favor  of  the  transaction. 

12.  No-Shop  Provinion-  Break  Up  Fee.  WAIS  agrees  that,  until  April  17,  1995 
or  the  earlier  mutual  abandonment  of  the  transaction  contemplated  hereby,  WAIS  and  Mr. 
Kahle  will  not,  and  will  not  authorize  any  officer  or  director  of  WAIS  or  any  other  person  on 
its  behalf  to,  solicit,  encourage,  negotiate  or  accept  any  offer  from  any  party  concerning:  (i) 
the  possible  disposition  of  all  or  any  substantial  portion  of  WAIS's  business,  assets  or  capital 
stock  by  merger,  sale  or  any  other  means  or  any  other  transaction  that  would  involve  a 
change  in  control  of  WAIS;  or  (ii)  the  sale  of  any  equity  or  debt  securities  of  WAIS.  WAlS 
will  promptly  notify  AOL  in  writing  of  any  such  inquiries  or  proposals.  If  WAIS  merges 
with,  or  WAIS  or  its  assets  are  acquired  by,  a  company  other  than  AOL  or  a  wholly-owned 
subsidiary  of  AOL  during  a  period  of  one  year  after  the  date  hereof,  and  if  discussions  with 
such  company  concerning  such  acquisition  occur  during  the  no-shop  period,  WAIS  (or  the 
acquiring  company)  will  immediately  pay  AOL  the  sum  of  $3,000,000  and  AOL  will  make 
no  other  claims  against  WAIS  or  its  shareholdens  regarding  this  transaction.  WAIS  shall 
have  no  obligations  under  this  Section  if  AOL  unilaterally  decides  not  to  proceed  with  this 
transaction  or  causes  it  not  to  occur  (other  than  as  a  result  of  WAIS's  breach  of  the 
Agreement  or  intentional  failure  to  cause  a  condition  of  closing  to  occur).  The  Agreement 
will  contain  a  section  substantially  identical  to  the  foregoing. 

13.  Fees  and  Expenses.  AOL  will  pay  promptly  after  closing  up  to  $75,000  of 
the  reasonable  legal  and  accounting  fees  and  disbursements  actually  incurred  by  WAIS  in 
connection  with  the  transaction. 

14.  Hart-Scott-Rodinn  Compliance.  A  Hart-Scott-Rodino  Act  filing  will  not  be 
required  with  respect  to  the  transaction, 

15.  Public  DlgdoBure.  WAIS  will  make  no  public  disclosure  of  the  negotiation 
of  the  merger  without  the  prior  written  consent  of  AOL.  AOL  will  make  no  public 
disclosure  of  the  negotiation  of  the  merger  unless,  in  the  opinion  of  its  counsel,  such 
disclosure  is  required  by  law.  The  parties  agree  to  issue  a  joint  press  release  upon  signing  of 
the  Agreement.  The  parties  will  not  make  any  other  public  announcement  of  this  transaction 
without  the  other's  prior  written  consent,  WAIS  agrees  to  take  reasonable  actions  to  avoid 
any  trading  in  securities  of  AOL  by  WAIS's  officers,  directors,  employees  and  agents  that 
would  be  based  on  material  nonpublic  information  that  relates  to  the  proposed  merger  or  that 
was  learned  in  the  due  diligence  process, 

16.  Confldentialitv.  Each  party  acknowledges  its  continuing  obligations  under 
the  Nondisclosure  Agreement,  dated  March  9,  1995,  with  respect  to  matters  disclosed  during 
the  negotiations  and  due  diligence  process  contemplated  hereby. 
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17.  BnAa-'ii  or  ttntfr*'*' ^OL  aitd  WAIS  ack&owlBdgB  thai  tbey  have 
not  and  will  not  oa»r  Into  u  ttt^wnxnt  with  any  employees.  ofllMti,  dinetors  or  outside 
conirictors  that  would  result  is  s  teolcar  or  finder  Pec  penalnlng  to  iht  proposed  tafliger. 

18.  r^ti..n.^|i«,rfWnrf-M  Fioin  the  date  herBof  undl  the  doaittg.  WAIS 
will  preserve  and  operate  its  buslneu  io  the  ordinary  coune  and  will  not  enter  into  any 
nnsactloa  or  agreenent  or  take  any  action  out  of  the  ordinary  cooise  conalsiBnT  with  paai 
practice,  wiihoot  ACL*6  written  oonseni. 

19.  rmifitpmar^  TTjIi  Letiu  of  IniBU  may  be  executed  la  counterparts  and 
the  counterparts  together  will  conaiibite  a  single,  fu]ly>execuied  original. 


20.     w««Mn«n*iwum«niL  TTus  Utter  of  blent  does  not  ooasatwe  an  oflbr, 
is  not  bioding  (exeepi  for  the  "no  shop"  provisions  of  Section  12,  the  "pubUo  disclosure" 
provisions  of  Seedon  15  and  the  "condmutien  of  buslaesa"  provisions  of  Section  18),  and 
is  not  a  definiiivB  agxeemDnt  All  righo  and  obligations  of  the  patties  aze  subject  to 
execution  of  defiudve  inutually  sadsfkcioiy  agreements  and  obiaicing  all  required 
owporatB  approvals.  The  panies  will  use  diligent  eOlortt  to  complete,  execute  and  deliver 
tbe  Agreement  promptly  after  the  date  hereof  and  to  close  tb*  craosaedon  wldiJn  die  time 
period  set  forth  above. 

This  Letter  of  IntBot  is  execated  as  of  the  dale  first  set  fertb  above. 
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17.  Broker's  or  Fi^fler's  Fees.  AOL  and  WAIS  acknowledge  that  they  have 
not  and  will  not  enter  into  an  agreement  with  any  employees,  officers,  directors  or  outside 
contractors  that  would  result  in  a  broker  or  finder  fee  pertaining  to  the  proposed  merger. 

18.  Continuation  of  Business.  From  the  date  hereof  until  the  closing,  WAIS 
will  preserve  and  operate  its  business  in  the  ordinary  course  and  will  not  enter  into  any 
transaction  or  agreement  or  take  any  action  out  of  the  ordinary  course  consistent  with  past 
practice,  without  AOL's  written  consent. 

19.  Coui^terparts.  This  Letter  of  Intent  may  be  executed  in  counterparts  and 
the  counterparts  together  will  constitute  a  single,  fully-executed  original. 

20.  Nonbindiny  Document.  This  Utter  of  Intent  does  not  constitute  an  offer, 
is  not.binding  (except  for  the  "no  shop"  provisions  of  Section  12,  the  "public  disclosure" 
provisions  of  Section  15  and  the  "continuation  of  business"  provisions  of  Section  18),  and 
is  not  a  definitive  agreement.  All  rights  and  obligations  of  the  panics  are  subject  to 
execution  of  definitive  mutually  satisfactory  agreements  and  obtaining  all  required 
corporate  approvals.  The  panics  will  use  diligent  efforts  to  complete,  execute  and  deliver 
the  Agreement  promptly  after  the  date  hereof  and  to  close  the  transaction  within  the  time 
period  set  forth  above. 

This  Letter  of  Intent  is  executed  as  of  the  date  first  set  fonh  above. 


AMERICA  ONLINE,  INC. 


WIDE  AREA  INFORMATION 
SERVERS,  INC. 


By: 


Its: 
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17.  Brnker'«nrFinder'<.F«cfl.  AOL  an<J  WAIS  acknowledge  that  they  havc 
not  and  will  not  enter  into  ui  agreement  with  any  employees,  officers,  directors  or  outside 
contractors  that  would  result  in  a  broker  or  finder  fee  pertaining  to  the  proposed  merger. 

18.  rnnfinuaUaitofBuriitess.  Froiti  the  date  hereof  until  the  closing.  WAIS 
will  preserve  and  operate  its  business  in  the  ordinary  course  and  will  not  enter  into  any 
transaction  Of  agreement  or  take  any  acUon  out  of  the  ordinaiy  course  consistent  with  past 
practice,  without  AOL*a  written  consent. 

19.  Cqi^ffterparto.  This  Utter  of  Intent  may  be  executed  in  counteipans  and 
the  ooutitetpartB  together  will  constitute  a  single,  fUUy-executcd  original. 

20.  NonhindingPMUlttfflt-  This  Utter  of  Intent  does  not  constitute  an  offer, 
is  not  binding  (cjicept  for  the  "no  shop"  provisions  of  SecUon  12,  the  "public  disclosure 
provisions  of  Section  15  and  the  "continuailOft  of  business"  provisions  of  Section  18),  and 
is  not  a  definitive  agreement  All  rights  and  obligations  of  the  parties  are  subject  to 
execution  of  definitive  mutually  satlafttcioty  agreements  and  obtaining  all  required 
oorportte  approvals.  The  parties  will  use  diUgcni  efforts  to  Complete,  execute  and  deliver 
the  Agreement  promptly  after  the  date  hereof  and  to  close  the  transaction  within  the  time 
period  set  forth  above. 

This  Utter  of  Intent  Is  executed  as  of  the  date  first  set  fonh  above. 
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By 


Its:. 


Brewster  Kahle,  individually 
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